The article covers main stages of integration processes in the CIS area since its formation. We analyzed the specifics of preferential trade agreements (PTAs) in the CIS. We prepared an exhaustive list of expired and currently effective PTAs in the CIS area, taking into account the initial levels of exemptions and the dynamics of their cancellations. We analyzed qualitatively and quantitatively the economic aspects of PTAs. We discussed further integration agenda of the Russian Federation and a role of PTAs as a tool of international economic integration.
Introduction
First steps towards regional integration, both trade and political, were made following the dissolution of the USSR 1 .
On the one hand, post-soviet states were interdependent and integrated since they emerged from planned economy and were influenced by historical ties; on the other hand, republics were deeply reluctant to creation of supranational structures limiting national sovereignty 2 . Aforementioned factors were simultaneously driving and restraining further development of international relations.
Early preferential trade agreements were mainly concluded to legitimize absence of customs administrative infrastructure, lack of controls over cross-border trade and ossification of economic relations that is a characteristic of a planned economy were the most influential conditions leading to conclusion of agreements.
Various subregional trade agreements were hastily concluded in order to solve problems of the time, especially problems of domestic shortages of consumer goods and lack of control over prices on them. Rapid changes in political and economic situation resulted in the fact that decisions regarding trade preferences and exemptions from PTAs as well as legislation on import and export tariffs were based not on in-depth qualitative or quantitative analysis of factors or results but rather followed intuitive assumptions of leaders of countries. Given decisions undoubtedly played an important role from a political point of view, but by and large were secondary taking into account fleeting nature of economic processes of the time.
Trade liberalization of 1992 has created powerful incentives for further development of trade relations between Russia and foreign countries 3 . Significant imbalance between prices on goods within post-soviet states and the ones in the outside countries stimulated external trade, which became the most dynamically developing sector and the only source of foreign currency inflow in the first years of reforms. In addition, import purchases were helping to meet the domestic demand on consumer goods in the circumstances of deep industrial decline, including food and light industries. Liberalization of import was crucial to creation of competitive environment in extremely monopolistic domestic market as well as compensation of drastic decline in production levels of Russian industry 4 .
Oppositely, a large number of Russian enterprises entered the foreign market as a result of export liberalization, most of which did not have any prior experience in foreign trade, leading to increase in competition between them and worsening of conditions of import-export transactions 5 .
Russian exporters sought to obtain currency by any means with no regard to material costs or world prices. Breach of parity in contractual and world prices resulted not only in significant decrease in currency income, but also in decrease in world prices on a number of goods undermining credibility of Russia as a trading partner.
A large number of Russian and foreign articles dedicated to drivers of political integration in post-soviet area have already been written. We will focus on qualitative and quantitative economical aspects of the concluded agreements leaving aside the political discussions.
We will specify the key terms used in the paper below.
We determine trade integration as the process of increasing a country's participation in world markets through trade, accomplished by trade liberalization 6 .
Preferential trade agreements (PTAs) will be determined as agreements between the parties (countries or blocs) that levy lower (or zero) tariffs against imports from members than outsiders 7 .
In accordance with the provisions of the PTA, the parties are obliged to provide each other more favorable treatment than to third countries 8 . Hence, in contrast to the multilateral terms of cooperation within the framework of the WTO, the conclusion of PTAs assumes discrimination of non-member countries.
Despite the fact that the basic principles of the WTO are reciprocity and non-discrimination, XXIV article GATT / WTO authorizes the conclusion of PTAs under certain conditions 9 , provided such agreements favor the real expansion of the boundaries of free trade.
Almost all existing forms of integration in the world, one way or another, are
PTAs to the extent which they are aimed at the liberalization of economic relations between the member parties in relation to third countries. One can list among such forms of integration, for example, OECD and APEC, which are not formally classified as PTAs. In what follows, we will focus on the analysis of PTAs in the former Soviet Union: their nature, types and characteristics.
Initiation of trade negotiations in the CIS area
The first attempt to create a multilateral FTA in the CIS area (including Along with (unsuccessful) attempts to create a multilateral PTA individual countries were negotiating bilaterally, concluding agreements in relatively short time followed by subsequent approval of the list of reciprocal exemptions and simultaneous agreements on terms of their elimination.
One should mention that in addition to list of exemptions from import tariff 13 each of the given agreements included full exemptions from export tariff.
Meaning that the countries continued to apply export duties with respect to a listing of goods that were subject to export duties when traded with non-member countries (accordingly, second party had a right to impose additional import duties on the same product group).
In the early -mid 90's the listing of goods subject to export duties in the Russian Federation was relatively wide, which was explained by the necessity of curbing the growth of domestic prices. In the late 1990's and early 2000's the list of products falling under the export tariff legislation has been significantly reduced, mostly down to the fuel and energy resources and metals.
Summary table including information on PTAs effective in 2013 in the CIS area is presented below. 13 Listing of goods subject to import duties Bilateral FTAs concluded in the CIS area shared the following common features:
• Open and relatively wide range of asymmetric exemptions at the stage of the agreement conclusion, which is included into a separate protocol and is expected to be narrowed within agreed upon timeline 14 ;
• Agreements were not permanent by nature, they could have been reviewed and corrected substantially, following certain situational political reasons;
• Agreements left a room for imposing trade remedies, antidumping and countervailing duties, and the possibility of the use of quantitative trade restrictions using virtually any justification. This subsequently led to numerous trade wars in the CIS area.
The substantial structure of some of the agreements containing main chapters is presented in Figure 1 . Given structure is designed by means of a binary labeling (simply count the number of points within each chapter) of PTAs effective in the CIS area using the structuring based on APEC PTAs database 15 . As mentioned above, initial list of exemptions, regarding both import and export, in nearly every bilateral FTA contained all goods that were subject to national export duties. Circa 71% of total turnover of the Russian Federation in 1993 (73% of trade turnover with CIS countries) 16 were subject to exemptions.
Listing of exemptions to export tariff was significantly reduced over time as a result of shortening of number of goods subject to export duties in every country.
Key exemptions from import tariffs were ethyl alcohol, cigars and cigarettes, white sugar and vodka -they were imposed by the countries, which were major producers of given goods in the CIS: Russia, Kazakhstan and Ukraine. Given products fell under excise law in the aforementioned countries. Other countries commonly applied symmetric or asymmetric restrictions on positions sensitive for them 17 .
Exemptions have made a significant impact on the trade volumes and final price of goods subject to them 18 . However, we should mention that some countries successfully established full-fledged FTA through bilateral agreements (in written form -more on that below).
For example, by the moment of ratification of the agreement on the Eurasian Economic Community in 2001 (between Russia, Belarus, Kyrgyzstan, Tajikistan and Kazakhstan), free trade regime without exemptions or limitations (both to import and export tariffs) was already established "on paper" through signed 16 Our assessment is based on the structure of import and export in 1996 (there is no available data on import and export in 1993 broken down by types of products). 17 The most informative sources of information on restrictions to mutual trade in the CIS countries are the individual decisions of the Economic Council of the CIS, e.g. the decision "On the ongoing work on phased removal of exemptions to free trade between states -members of the Commonwealth of Independent States" from 13 March 2009. 18 Freinkman L., Polyakov E., Revenco C. bilateral protocols on exemptions from the free trade regime (the dates of termination of exemptions -see Table 1 above).
On the way to multilateral integration
In parallel with the liberalization through bilateral FTAs and the attempts to launch a multilateral FTA other integration processes, liberalizing trade distortions were developing. • Lack of national treatment to Russian goods and services with regard to their admission to public procurement in the Republic of Belarus. The measure applies to all products, including agricultural.
• Import into the country of tobacco products is permitted only through special importers defined by the President of the Republic of Belarus.
• Import into the country of alcohol products is permitted only through special importers defined by the President of the Republic of Belarus.
• Restriction of access of medical products and medical devices (Information letter of Ministry of Health of the Republic of Belarus from 29.07.2011 # 12-1-10/833-763).
• Restricted listing of wholesale operators, import volumes and the list of imported goods (Council of Ministers of the Republic of Belarus from 12.05.2011 # 601).
• Other. 21 In the form of restrictions of trade with regard to a particular product groups. 22 Specifically calculated export duty on oil exported to Belarus was agreed upon in 2007, starting from 1 January 2010 oil imported for internal consumption is not subject to export duty, the surplus is subject to a standard export duty. 23 Disputes regarding gas are relatively easier and harder at the same time. In addition to the existing export duties on gas, the presence of the monopoly power of Gazprom results in existence of various discrimination schemes against trading partners. A significant difference in domestic prices for Russian gas in Russia and Belarus on the state level is a result of the Gazprom contract policy rather than the use of gas export duties for Belarus. Amount of turnover subject to exemptions was equal to 11.3% of the total turnover between member countries of the CIS FTA (2011), while 10.1% of them relate to exemptions to export tariff imposed by Russia in respect of Ukraine.
Thus, the conclusion of a new multilateral FTA between the countries of the CIS is a significant step forward in comparison with preferential trade relations in the post-Soviet space that were in force last 20 years. Earlier "trade wars" were common between parties to bilateral PTAs 24 .
Aforementioned situation is partially explained by the fact that the criteria for the application of remedy measures in the bilateral agreements between the CIS members were not clearly defined and no formal sanctions for breaches of the agreement such as imposing "temporary" remedy measures for 5 or more years existed.
The new FTA is focused on compliance with international law (including Articles VI, XVI, XXIV, XIX of GATT 1994) regarding the implementation by the parties of obligations outlined in this agreement. This is expected to result in reduced risks of opportunistic use of remedy measures by any member of given agreement, thus, in fact reduced trade barriers between countries.
In addition, the volume of exemptions from total trade turnover between member countries of the CIS FTA significantly decreased compared to the limitations imposed by bilateral agreements, and now circa 90% of trade turnover between countries is carried out free of import and export duties with the remaining 10% of trade almost entirely relating to the exemptions to export tariff imposed by Russia against Ukraine. Such a substantial reduction in the amount of exemptions is undoubtedly a significant breakthrough in the field of trade policy of the CIS. However, we should mention that the assessment is carried out after possible changes of the trade patterns under the existing exemptions. In reality, this agreement is only a framework agreement on partnership and cooperation and cannot be regarded as PTA. 27 Exemptions applicable to the following products:
PTAs of the CIS member countries with non-members
• Import in Russia from Serbia: meat, sugar, alcohol, tobacco, textile, new pneumatic tyres of rubber, some types of machinery and equipment; • Import in Serbia from Russia: new pneumatic tyres of rubber, some types of machinery and equipment. In fact, PTA is not only a tool free trade promotion and addressing the issues of integration and harmonization, but also a mechanism of overcoming the crisis in multilateral trade negotiations. Analysis of the existing agreements in the CIS and the world 31 has shown that the specific contents of PTA, i.e. depth of PTA provisions is more important than presence or absence of PTA. Currently a significant share world PTA are framework agreements by substance.
In this paper we focus on particular features of PTAs rather than on the formal static analysis of the effects of PTA conclusion 32 . As a rule in academic research on the impact of PTAs on trade, conclusion of PTA assumes a reduction Another typical drawback of creating PTAs around the world is the spread of the so-called "spaghetti bowl" effect 36 , which can be defined as the process of complication of the world trade rules due to clustering of trading blocs and the establishing separate trade rules within them (an example is shown in Figure 3 ). Furthermore, in case of discriminatory trade liberalization the country involved in several agreements simultaneously can face different duties for the 37 Rules of origin are aimed to determine whether the good or any of its part produced in the territory of a partner country or from local ingredients, and thus, whether it be a subject for duty-free imports or other preferential treatmentsame product simultaneously, since the conditions of market access for PTA partners are usually differentiated.
Absence of a large number of PTAs, indicating the absence of encumbrances and liabilities in certain agreements and discriminatory practices is a definite advantage of Russia. It facilitates the integration into the world trading system that exists on the principles of reciprocity and non-discrimination.
Existing integration processes (which result in conclusion of PTAs) largely result from the common past of Russia with partner countries (ethnic affinity, similar cultural characteristics, etc). Importance of direct economic impact from integration of Russia still remains a question.
Underlying reasons for negotiations with Vietnam and New Zealand on the establishment of PTAs can be explained only partially. In particular, the potential conclusion of an agreement between Russia and Vietnam can be seen as a beachhead for entering the markets of ASEAN countries.
Negotiations on FTA with New Zealand are conducted on behalf of the Customs Union of the Eurasian Economic Community. In this case it appears that the purpose of the Customs Union members is a confirmation of international legal personality of the Customs Union and the further development of the integration agenda.
Thus, at the moment Russia is practicing trade negotiations with non-CIS countries, gaining experience and does not aim to a direct material benefit from cooperation in the short run. Moreover, it seems that these potential PTAs have a signaling role of informing other countries that Russia is ready for such forms of integration.
It is obvious that is economically feasible for Russia to negotiate with China, the European Union, Brazil, the U.S., Chile, if the countries agree upon the fact that current depth of integration, achieved for example within the WTO, is not deep enough. On the other hand, elimination of trade barriers with any of the listed countries in the PTA framework can have a large negative impact on specific interest groups in both Russia and potential partner country.
The future of the PTA institution is open primarily for decision makers and specific interest groups who participate in distribution of benefits arising from trade barriers. From the point of view of social welfare there is no such a question:
if international trade is a more efficient method of production it should be implemented. Policy on movement towards free trade should take into account the analysis of economic costs and benefits, both short-and long-run.
The WTO, as well as other institutions that promote free trade (including bilateral and multilateral PTAs) is only a set of tools for policy-makers, economists, representatives of industries: each of listed groups to some extent are not ready for a redistribution of wealth in favor of the national, with overall growth of its magnitude.
Conclusion
The majority of observers often get a false impression that trade barriers help the country using them and harm the country in respect of which they are applied.
This argument is to some extent true for large economies, which can affect world prices on goods and services through trade policy.
In reality, in case of small economies including Russia 39 , trade barriers are equally harmful to both countries, mainly due to a negative effect on the aggregate social welfare 40 .
In our opinion, removal or iterative elimination of trade barriers in the medium run is one of the main tasks of Russian trade policy aimed at improving quality of life in Russia.
In this regard, consistent work of Russia in the WTO, though potentially costly, due to, for example, asymmetry of information, as well as the systematic elimination of trade barriers to the access of foreign countries in the Russian market is vitally important for Russia.
Any form of international trade integration should be used to maximize effect. Achievement of optimum balance in integration forms can contribute to the gradual progress of the country towards free trade with the rest of the world, including removal of discriminatory barriers that are applied in respect of Russia, and eventually lead to an increase of aggregate social welfare and living standards of Russian citizens.
39 Russia may have a very limited influence on world prices of goods and services
